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Annual Report of the Directors 
to the Shareholders 


Your directors submit herewith 
for your consideration the consoli- 
dated financial statements of the 
Company and its subsidiaries for 
the year ended October 31st., 1975. 


In June 1975, you were sent an 
interim report reflecting the consoli- 
dated statement (unaudited) for the 
six months ended May 4, 1975. While 
the statement indicated a loss for 
that period, your management 
pledged that every effort would be 
made in the balance of the year to 
absorb at least the losses incurred in 
the earlier months. 


Your directors are happy to state 
that this was accomplished and, not- 
withstanding a trying year throughout, 
the company was able to show ear- 
nings for the year in the sum of 
$116,883. Although this profit was 
modest it was nevertheless indicative 
of a considerable improvement in 
the second half of the fiscal year of 
1975 and augurs well for what is 
hoped and expected to be a much 
better result in the current fiscal 
year, 1976. 


On April 21, 1975, following 
conciliation, the Company comple- 
ted negotiation of a new labour 
contract covering plant employees 
at Farnham. This contract is for 
two years, effective from February 
12, 1975. 


At the last annual meeting, impro- 
vements in manufacturing efficiency 
were reported. This trend continues 
satisfactorily. 


At the same time, it was disclosed 
that there were still some difficul- 
ties to be resolved in the wholesale 
distribution subsidiaries - difficul- 
ties which were then adversely 
affecting our consolidated results. 


In the course of the 1975 fiscal 
year, all of the company’s wholesale 
distribution subsidiaries were inte- 
grated into one corporate instrument 
- DOMCOR DISTRIBUTION LTD/ 
SEE 


This integration was designed to 
bring about closer controls, particu- 
larly in respect of purchasing requi- 
rements and also with a view to 
establishing uniform policies gover- 
ning such wholesale operations 
from coast to coast. The effect of 
these extensive changes was notice- 
able before the close of the 1975 
fiscal year and is already reflected 
to some degree in our current 
operations. This development, 
completing as it does the restruc- 
turing of the company both in 
respect to production and distribu- 
tion should, we believe, be helpful 
to achieving the more satisfactory 
results to which we look forward. 


You will observe from Footnote President and General Manager 
8 that negotiations have been com- 
pleted, subject to approval by the 
Government of Canada under the 
Foreign Investment Review Act, 
pursuant to which we shall be dis- 
posing of our interest in Coronet 
Carpets Limited. If this Agreement 
is consummated_it-witt contribute 
importantly to the improvement 
of the financial structure of the 
company. This proposed sale will 
also enable your company to con- 
centrate more of its efforts in its 
flooring business which historically 
has been carried on since 1872. 


for their continued dedication. 


Respectfully submitted, 


P.C. Viglio, President 
February 25th., 1976 


Following the practice of previous 
years, you will find on page 8 a re- 
port which deals with your company’s 
marketing activity as well as an indi- 
cation of what developments may be 
expected in the market places at 
home and abroad in the months 
ahead. 


In conclusion, although it is un- 
fortunate that the recessive business 
climate of 1975 should have come 
about just at the crucial turning 
point in your company’s fortunes 
| am satisfied, nevertheless, that 
positive progress is being achieved 
in all areas of your company’s 
operations. On your behalf and 
that of the Board, | would like 
to express to Mr. Pace, your Vice- 


and to all personnel, appreciation 


Y 


DOMCO INDUSTRIES LIMITED 
CONSOLIDATED BALANCE SHEET AS AT OCTOBER 31, 1975 


Assets 1975 1974 
Current 
Oe a Pn ee RRS ea eR or otis IA AONE Hera MII ci Deore a oaahioe 6 $ 520,299 $ 381,581 
Aecounts:receivable .!5.2)4c.co7 scancye corondtons: sashectedepeas Rist acre nea Gee Maat ene 9,703,436 9,557,418 
LVOMIEOT IES ci Shelve biesea aera ee cee ere Ee TO ee Gn 10,782,325 11,924,870 
Prepaid iexppemses: is ssceicsci5 ae srces cash ea ae yc roe eee es pee geen 251,890 382,751 
Income: taxes recoverable’. 2..:)n0 cts, Sykes oe ere er On ee eee 85,222 87,117 
21,343,172 POSSE ENT SH) 
Investments in’ Coronet Carpets Limited (NoteS)ip 2s ee eer nner eee 2,525,754 1,739,858 
Fixed 
Land; buildings and equipments..6 is: ies ecient ieee eae ee reece Re eee ene ete 17,560,945 17,155,980 
Less accumulated depreciation’ 2 cores ea Ie ieee ee ee a on Oe ie one rae 12,952,930 12,097,058 
4,608,015 5,058,922 
Goodwill and purchase price excess over net assets of subsidiaries net of amortization ................... 651,735 687,942 
Deferred income: tax. benefits, «, «sc pee ec ee ere ere ey ree ee ee 3,428,551 2,999,762 
$32,557,227 $32,820,221 


Liabilities 


Current 


BankcindebtednesssNotet2)enreaarenteys custac cero haha bees ian me suruers ciaie aleor cocks) « onus tenes 


ACCOUNTS payablerandracenued expensesie)ein.ciersaieteucta aes aes ane eaten rele mavers ears ore. 


Long-termidebt (Note'3) Bawa aa pscr tor ates ei Ue ecto eT Oe ayaa on odes 


Shareholders’ equity 


Capital stock (Note 4) 


Authorized: 1,887,765 Shares of no par value common stock 


IssWedeanel full yinaicsl iO) 200:S haresi wer cartctericaerhe ston ietere’s Rerceel te aeueoiticrnetetets) olrenete 
Contributed Surplus seaccremeters teres crete iowa ey ey aie aaron pare wa cen samen Saya aecadazein ois.ea sa) eer 


DeTicit. 2 secreronees Ain ees tore creo ice, Hee em eure, Sea auat aay Racy SATO TETC eins aa autersoueh dyoliaie Voores s 


Approved by the Board of Directors, 
Francesco Pace, Director 


Yvan Tacon, Director 


1975 


$12,511,768 
4,761,569 


17:273,337 


8,797,000 


8,443,656 
417,000 
( 2,373,766) 


6,486,890 


$32,557,227 


1974 


$11,698,165 
5,955,049 
17,653,214 


8,797,000 


8,443,656 
417,000 
( 2,490,649) 


6,370,007 


$32,820,221 


DOMCO INDUSTRIES LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS 
YEAR ENDED OCTOBER 31, 1975 


1975 1974 


Le ee eR PY SSS eee, MEE en gir ee ine Gin Gee eon Bas Dab DoS Mad Gowoh ¢ - $36,258,126 ) ( $36,191 oN 


Net earnings before the following items: 


ee weit Saree Are et cnc a Pep omer cris cite Heovse Dicen ale be oD 779,667 $ 1,681,916 
Depreciation) cayir5 asvacy ate syatsva) cee ake Peal nual afer ore laorayo.yiay cheat Semen eR OEMS eR TCR Te LE nee ements ( 977,597) ( 1,021,446) 
Interest rn long termi Gebt winch ce: Gea wis steele hel cade saitel c) orcas een Reyes Oe eee ere rene ( 941,122) ( 909,310) 
Income: tax'benefit, met Ofiex penser... ci sine cr atensuanevcyatacae) ot a svciateeohe iteueree ere ecarar reetche Taree eae eeaer ee 428,789 487 362 

Income from investment in Coronet Carpets Limited 
= €quity inicurrent operations:andiinterest, sec mer cst nee ORE eee Lee: 827,146 662,495 
= conthibuted! Surplus 2.5 tscseencsevte eve certo. ele tar ereautentsyctrerearoytalten aire alovosrohterclretieweiren Oe ver once eetiel Steer Sieh Roane ee eae ane = 97,352 
Net earnings for the: years. oo. icc, onens eenagsyescrche, <Diourqeles #/ey0i eusbaveretc reese ode) tre ele eneuche er ser omene rect oP ee eee ner $ 116,883 $ 998,369 

Earnings per share; = basie? occ sien oc hae oe Oe Oe En ae eee $ . 10 $ . 85 

CONSOLIDATED STATEMENT OF DEFICIT 

YEAR ENDED OCTOBER 31, 1975 

Deficit at beginning: of year me creradietcie vecesg etre ele navererel teechs OR eek ie eee Re aa $ 2,490,649 $ 3,489,018 

Net earninigs:for-the years. 4535 <a: aise Biases Src et Serer Me a Se Ue ee 116,883 998 369 


Deficit at end! of years; ..% 2.20.1. serine A aan hoe dee ean ORC ae rc ee eee CRE $ 2,373,766 $ 2,490,649 


DOMCO INDUSTRIES LIMITED 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED OCTOBER 31, 1975 
1975 


Source of working capital 


1974 


Operations: 
NeGleannings: totmthenveatm@arsury seta ct ear te eee clit cue ody oe thee ters nicl Seal Sacietecha oe tae ann $ 998,369 
iremsmotrattecting WoningiCa pital ercaete caer tera nace cuterarn oie inesae Altes eiemonen en Meee ce reac 
Depreciationrancsamontization epseiee ewes arian: cea ocicrus cearrcaemerrees aii nicasictia ac aceorerel cules 1,057,653 
Equity mictinrentoperations= Goronet:Garpets limited .siienien «lise ies eieeie ce) isie en cre: ( 688,638) 
Deferedtincome;taxibene tare arnt rs err ee teres ae ery nen erie cust heme ae came enon enue ar ( 401,024) 
966,360. 
Disposalsrofinixechasse ts memeemmree tees etter Mereys Pst eirci oeee a trhe tr nap ne gece eee tat A RTC neh ne od $ 14,320 105,137 
Governmentighatitimaeterssretete eo sen eed ayer cs Osety eet cave cv stan cetera eee te cae aes ic PRES aCe = 417,000 
14,320 "1,488,497 
Application of working capital 
Operations: 
Netieannings: fol thesy Colas in:cstrere ttre esae Ph ieePerare ese ors iro renee erie Ray. cree ns or ei een aes ae Shey cee ( 116,883) 
ltemsinoitzafiectingiwonking Capitialsisver-rcscrectsesrrot coon remnant eters nee rensnn orcas eue el fes voce aceeteee ee 
Depreciationer seer ct rye corer ee oe ete ere Lena a eee RA er ae ote ede eeria ( 1,013,804) 
Equityainicurrent.operations — Coronet Carpets limited) fm. arene ei ciel ele cele elects) oiaieisereuc ee 785,896 
Deferred: income: tax bemetity aie. 4 secre tspeteveesiecssys) satsiay vats at hualior ar Wn oll etisr chal Shin tei alererinie wisi vUshei les wise 428,789 
fae. 83,998 
Additionsitostixe assets: o-mnerractrehccerarrere< oitaray ere ay sven oy suaeereus pee wie) eevee etna ye Loa esas aenw is ayes 541,010 719,711 
625,008 719,711 
Changes imiworking|capitalmeyenicetiucrsetiettlenerta yt actu acon terra erie spe acne gncus as ( 610,688) 768,786 
Workingieapitalratibeginning of yeanewmetet ats fer aint isineva sche rere oene sts eras Ss oiciue some si) eerie roe 4,680,523 3,91 1,737 


$ 4,069,835 


$ 4,680,523 


Working) capitaliatemaiofsy cairns exetete etter etsy clita) =Yav=i laa a> Ne yrs exerci) adele eo hy ele eed esl eta = = 


QO 


DOM 


O INDUSTRIES LIMITED 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED OCTOBER 31, 1975 


1. Summary of accounting policies 


Subsidiaries 
The accounts of all subsidiary 
companies are included in these 


consolidated financial statements. 


Inventories _ 

Inventories are determined by 
actual count, weight or measure- 
ment and are valued at the lower 
of cost and net realizable value. 


Investment in Coronet Carpets 
Limited 

The investment is shown at the 
company’s 50 °o share of the 

net equity of Coronet Carpets 
Limited, and the company’s 

share of the net earnings for 

the year is shown in the consoli- 
dated statement of earnings.(Note 8) 


Fixed assets and depreciation 
Land, buildings and equipment 
are valued at original cost. 


Depreciation is provided for in 

the accounts on the diminishing 
balance method at the rates pro- 
vided for in income tax legislation. 


Goodwill and purchase price 
excess over net assets of subsidi- 
aries 

Amortization of these intangible 
assets is being provided for in 
the accounts on the straight-line 
basis over a twenty-year period. 


Deferred income tax benefit 

The income tax benefit available 
in future years arising from taking 
depreciation in the accounts in 
excess of that claimed for tax 
purposes is included in the consoli- 
dated statement of earnings. 


The cumulative effects of such 
benefits are included in the con- 
solidated balance sheet. 


2. Bank indebtedness 


3; 


The company, and certain of its 
subsidiaries, has issued and deliver- 
ed to its bankers interim bond 
certificates in the aggregate 
amount of $34,750,000 in favour 
of the bank as security for bank 
indebtedness. A trust deed has 
been entered into between the 
companies and General Trust of 
Canada as trustee. The trust deed 
provides for a charge on all 

assets and undertakings of the 
companies, except for the shares 
and debentures of Coronet Carpets 
Limited. These shares and deben- 
tures have been delivered to the bank 
as collateral security. (Note 8) 


Long-term debt 


Bank loans at interest rates not 
exceeding the prime rate plus 
ean 20/o) Note) ieee ee 


99/o convertible debentures, 
maturing April 1980 with 
interest payable semi-annually. . . 


1975 


1974 


$ 6,297,000 $ 6,297,000 
2,500,000 2,500,000 
$ 8,797,000 $ 8,797,000 


Repayment requirements on long- 
term debt during the next five 
fiscal years will be as follows: 


1976 1977 1978 
Nil $ 2,000,000 $ 1,000,000 
1979 1980 


$ 2,000,000 $ 3,797,000 


. Capital stock 


Shares have been reserved by 
agreements as follows: 


The company’s bankers 


The company has granted to its 
bankers, an option to purchase 
187,500 shares at a price of 


$8 per share, exercisable at any 
time up to December 31, 1979. 


Convertible debentures 

Under the terms of the Trust 
Agreement entered into between 
the company and the Royal Trust 
Company, as trustees for the 
debenture holders, 358,447 
shares are reserved to allow for 
the conversion of the debentures 
into capital stock up to April 15, 
1980 at a price of $6.9745 per 
share 


. Commitments 


The companies have signed leases 
expiring on different dates to 
1984 which call for annual rental 
payments of $392,847. 


. Contingent liabilities 


The company has entered into the 
following arrangements: 


a) Guaranteed jointly with Coronet 
Industries, Inc., a mortgage loan 
payable by Coronet Carpets 
Limited in the amount of 
$546,470 (Note 8). 


b) Guaranteed the repayment by 
Coronet Carpets Limited of 
$1,750,000 of the latter com- 
pany’s bank indebtedness 
(Note 8). 


. Statutory information 


Number of directors 12 


Remuneration to directors as 
directors $ 12,108 


Number of officers 6 
Remuneration to officers as 


officers $130,239 
Number of officers who are 
also directors 5 


8. Events subsequent to the year end 


The company has entered into an 
agreement with Coronet Industries, 
Inc., pursuant to which it has 
agreed to sell the common and 
preferred shares and the unsecured 
debentures which it presently 
owns in Coronet Carpets Limited, 
the whole for the sum of $4,393,000 
payable in cash, with accrued 
interest from November 1st, 1975 
until the date of closing, which is 
expected to take place not later 
than August 15th, 1976. This 
agreement of purchase and sale 

is subject to the approval of the 
Government of Canada under the 
Foreign Investment Review Act. 


Pursuant to the said agreement, 
the purchaser undertakes to hold 
the company harmless in respect 
of the contingent liabilities re- 
ferred to in note 6. 


Prior to the signing of the afore- 
mentioned agreement and in the 
event of Government approval 
and a subsequent closing, the 
company’s bankers have agreed 
that the purchase price afore- 
mentioned will, to the extent 
of $4,000,000, be applied 
against the bank indebtedness. 


Auditors’ Report 


To the shareholders, 
Domco Industries Limited 


We have examined the consolidated balance sheet of Domco 
Industries Limited as at October 31, 1975, and the consolidated 
statements of earnings, deficit and changes in financial position for 
the year then ended. Our examination included a general review of 
the accounting procedures and such tests of the accounting records 
and other supporting evidence as we considered necessary in the 
circumstances. With respect to Coronet Carpets Limited (a 509/o 
owned affiliate), of which we are not the auditors, we have carried 
out such inquiries and examinations as we considered necessary in 
order to accept, for purposes of consolidation on the equity basis, 
the report of the other auditors. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the company as at October 31, 1975, 
and the results of its operations and the changes in its financial posi- 
tion for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


HYDE, HOUGHTON & CO. 
Chartered Accountants 
Montreal, Quebec 
December 30, 1975 


1975 Performance 


Economic and trading conditions in all flooring 
markets, domestic and export, developed ba- 
sically as predicted in the previous Annual 
Report. 


Although in the first half of the fiscal year the 
Canadian economy performed more poorly 
than anticipated, the expected upsurge in the 
second half resulted in marketing forecasts 
being virtually met for that period. 


In the first half, the downward shift in holdings 
of flooring inventories at both wholesale and 
retail levels of trade, proved especially drastic 
and production schedules had to be severely 
cut back. 

Consumer confidence waned under discoura- 
ging economic news and planned purchases of 
durables were particularly and seriously affec- 
ted. New housing activity was the lowest in 
years, reaching the bottom in February/March. 


The value of non-residential building permits 
also declined. This was reflected in greatly 
reduced national demand for Vinyl Asbestos 
Tile used substantially in commercial cons- 
truction. Statistics Canada reported a drop 
of over thirty per cent in total Canadian 
manufacturers’ shipments. 


In the second half, the major adjustment in 
the housing sector brought about, in res- 
ponse, increased consumer spending on 
related durables and also provided support 
to the Canadian economy as a whole. How- 
ever, the strong mid-year advance in the 
economy was insufficient to offset the full 
impact of the very costly, earlier recession. 


In this economic environment and with 
lower net demand for all floor-coverings 
in general, both at home and abroad, your 
company was, nevertheless, able to record 
an increase for the year in the sale of 
manufactured products. 


DOMCO FLOORING PRODUCTS 
MARKETING 


As this report goes to press it is also gra- 
tifying to state that the current tone of 
your company’s business in terms of orders 
on hand is encouraging. Volume of both 
factory and wholesale bookings continues 
relatively high for this time of year. 


Exports 


In the major export markets economic 
conditions were also recessed in 1975 

and, indeed, little different from those 
in Canada. 


In the Annual Report a year ago it was 
intimated that attention would be given 
to new export opportunities and poten- 
tials. In 1975, DOMCO products were 
introduced in five new markets. 


The 1974 level of total export volume 
was maintained in fiscal 1975 and is 
now moving steadily ahead. 


It should be borne in mind, however, 
that there is some evidence that trade 
curbs and devaluation could cramp 
your company’s developing export 
trade in at least two principal markets 
during 1976. 


Product plans for 1976 


The R. and D. Group at DOMCO has 
developed a new cushioned and textured 
sheet vinyl flooring - CRYSTALFLOR. 


CRYSTALFLOR is an easy-care - NO - 
WAX - residential flooring, having a 
particularly tough and stain resistant 
wearlayer with superior gloss retention. 
Development requirements included 
“luxury looks’ but also the need to fill 


a strategic retail price point which had 
been void in the purchasing reach of a 
growing proportion of Canadian consumers. 


Because cushioned vinyl] floorings continue 
to dominate resilient flooring demand in 
the residential sector, CRYSTALFLOR is 
intended to generate further, in 1976, your 
company’s increasing market share in 
cushioned materials. 


The real key to marketing success is, of 
course, the consumer - what he or she wants 
and to what they will respond. 


Home furnishings have become more and 
more a fashion industry. Appearance, i.e. 
aesthetics rank as the number one reason 

for the floor-covering purchase over the more 
practical aspects of easy installation, dura 
bility and even worry-free maintenance. It is 
insufficient for home furnishings to be good; 
they must also look good and, above all, have 
style. Thus, at the heart of the product for 
the home must lie styling - design and colour. 


Accordingly, for 1976, product lines have 
been extensively restyled. DOMCO is fielding 
an array of 131 patterns in sheet vinyl floor- 
ings of which over fifty per cent are new. 
Also, every pattern in these sheet goods will 
be available.in the growing demand width of 
twelve feet. 


Outlook 


Although, as stated, your company has entered 
its 1976 fiscal year on an upward trend com- 
pared to the reverse a year ago, it would be 
unrealistic to predict that the year ahead will 
be an easy one. 


Continuing high unemployment and interest 
rates, the slowdown in business capital spending 
and severe inflation which so erodes purchasing 


power all endanger and render uncertain the 
prospects for the ensuing year. 


While some increase may be expected in cons- 
truction of home ownership dwellings in the 
first half of the year, this could very well plateau 
in the second half. Withal, the pace will depend 
importantly on the level of mortgage and inte- 
rest rates. Meantime, controls and high construc- 
tion costs have virtually eliminated rental 
profitability of large new multiple dwellings. 
The low potential in commercial contracts is 
not likely to be greater. 


These indicators, as they affect this industry, 
certainly seem to point to a slower than normal 
rate of recovery from a recession. 


Looking to the bright side, flooring inventories 
are low as well as tidy and the first half of 
1976 should prove considerably stronger than 
a year ago. 


The Federal Housing Action Program pro- 
mises much needed expansion in residential 
construction although the success of the 
program will depend importantly on whether 
prices and income controls are effective. 


There are too, indications of a better trend 
on the consumer front. This should improve 
replacement demand which will continue 

to be the strongest source of business and 
to that end your company’s marketing 
plans are being directed. 


The current phase of brisker trade and the 
prospect of some degree of improvement 
in the economy provide a basis for encou- 
ragement and cautious optimism. In the 
final analysis, however, your company is 
fully conscious that much will depend 
upon the acceptability of its products and 
its own initiative and ability in the market 
place at home and abroad. 
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